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MONDAY, JULY 19, 1954 


House or REepresENTATIVES, 
SUBCOMMITTEE No. 3 OF THE 
CoMMITTEE ON Mercuant MARINE AND FISHERIES, 
Washington, D. @. 

The subcommittee met at 10 a. m. in room 219, Old House Office 
Building, Hon. John J. Allen, chairman of the subcommittee, pre- 
siding. 

Mr. Atten. We will proceed with hearings on H. R. 9397. 

(The bill mentioned is as follows:) 


[H. R. 9397, 83d Cong., 2d sess.] 
A BILL To authorize the Secretary of the Treasury to transfer certain property to the 


Panama Canal Company, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of the Treasury is au- 
thorized to transfer to the Panama Canal Company, without exchange of funds, 
all or so much of the facilities, buildings, structures, improvements, and equip- 
ment comprising aids to navigation maintained by the Coast Guard at or on 
Roneador Cay, Serrana Banks, Quita Sueno Banks, Cristobal Mole, Cape Mala, 
Jicarita Island, and Morro Puercos Island, as may be mutually acceptable for 
transfer. 

Sec. 2. Upon completion of any transfer authorized by this Act, the functions 
of the Treasury Department concerning the pertinent aid to navigation and its 
jurisdiction over the side upon which the aid is located are transferred to the 
Panama Canal Company. 

Sec. 3. Transfers made under this Act shall be subject to the provisions of 
section 246 (b) of title 2 of the Canal Zone Code, as added by the Act of June 29, 
1948 (ch. 706, sec. 2, 62 Stat. 1076). 

Mr. Atten. Commander Goff, will you come forward, please ? 

Commander, will you identify yourse If for the record? We will 
then be pleased to have any statement you have. 


STATEMENT OF COMDR. WAYNE L. GOFF, ASSISTANT CHIEF, AIDS 
TO NAVIGATION DIVISION, OFFICE OF OPERATIONS, UNITED 
STATES COAST GUARD HEADQUARTERS 


Commander Gorr. My name is Comdr. Wayne L. Goff. My official 
duty is Assistant Chief, Aids to Navigation Division of the Office of 
Oper: tions, United States Coast Guard Headquarters. I am appear- 
ing in connection with H. R. 9397, under consideration by this com- 
mittee. 

We strongly recommend H. R. 9397 which will authorize the trans- 
fer of certain Coast Guard aids to navigation to the Panama Canal 
Company. 
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The aids to navigation which would be transferred from the Coast 
Guard to the Panama Canal Company under the provisions of HW. B. 


9397 are 


(a) Three automati unattended aids located in the Caribbean ap- 
proae hes to the Panama Canal ‘These are (Juita sueno Bank Light, 
Errana Bank Light, and Roneador Cay Light. 


These 400-candlepower aaa lights are on 40-foot skeleton steel 
towers on steel tankhouse bases which hold acetylene cylinders. 


Foundations are concrete. They are serviced semiannually by Coast 
Guard tender. The lights were orig nally built in 1919 and were re- 
built in 1947 at a cost of approximate ly $5,000 each. Bie are 585 to 
92() miles from the nearest Coast Guard base and are from 225 to 315 


niles north of the Panama Canal. 


(b) Cristobal Mole Radiobeacon Station, which is located near the 
Caribbean entrance to the Panama Canal at Cristobal Mole, is a 750- 
watt class A radiobeacon operating on a frequency of 306 kilocycles 
which serves the Caribbean ap proac hes tothe canal. It hasa nominal 


range of 200 miles. The station is housed in a one story galvanized 
sheet-iron building with concrete floor. The station was ‘built in 1948 


and represents a total investment of approximately $23,000 of which 
$20,000 is for radiobeacon e quipment, gene ‘rators, and accessories. The 
station is manned by one enlisted man of the Coast Guard. It is 
ap neemneeny 1,000 miles from the nearest Coast Guard base or 
administrative facility. 

(c) oes Mala Light Station, which is located in the Pacific 
approaches to the Panama Canal, consists of a 14,000-candlepower 
light mounted on a 110-foot skeleton steel tower with a white daymark 
and a 750-watt class A radiobeacon having a nominal range of 200 
miles. The radiobeacon was established in 1929 and the light in 1947. 
The station is located on a 13.7-acre reservation and the facilities 
consist of dock, generator and radiobeacon building, barracks, light 
tower, radiobeacon antenna tower, and various outbuildings. The 


station is nn 100 miles from Balboa, C. Z., and 1,140 
miles from the nearest Coast Gu; ard base. 

The station is serviced semiannually by Coast Guard tender. Cape 
Mala has a complement of 6 men, 3 enlisted men who serve a 1-year 
tour of duty at the station and 2 native civilians who do not rotate. 


(7) Morro Puercos and Jicarita Island Lights, which are also in the 
Pacific Ocean approaches to the Panama Canal, and are automatic, 


unattended, 900-candlepower acetylene lights on 51-foot skeleton steel 


towers with suitable daymarks and galvanized-iron tankhouses which 
hold the acetylene cylinders. The lights were established in 1930 at 
an original cost. of approximately $4,500 each. These lights are 
serviced semiannually by the Panama Canal Company which is reim- 
bursed by the Coast Guard. The] tp are approximately 160 and 235 
miles respectively from Balboa, Canal Zone, and 1,200 and 1,275 miles 


from the nearest Coast Guard as se. 

These seven aids to navigation were established for the sole purpose 
of marking the approaches to the Panama Canal. As such, we believe 
that they should logically be under the jurisdiction of the Panama 
Canal Company which maintains the aids to navigation in the Panama 
Canal and its entrances. They are situated outside the territorial 
waters of the United States and are far removed from other Coast 
Guard aids to navigation, bases, and support facilities. 
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The five aids how sery iced by Coast Guard tender require diversion 
of that vessel for about 2 months and involves approx mately 4,600 
miles of crul sing each year. 

The e operation of C ape Mala Licht Station by Coast Guard milit: iy 
personnel results in a difficult and unsatisfactory personnel problem. 
The station is anne isolated, with typical hot, humid tropic 
climate. As a result we are continually faced with moral problems 
as well as frequent e ne nsive rotation of pe shateionh 

In vic of the small number of aids involved and their great dis 
tance from other Coast Guard aids to nav imation, bases, and upport 
facilities, it is obvious that their continued operation by the Coast 

fiicient. The Panama Canal Comp ny, on 
the other hand, is much closer to the aids and is in position to man 
the attended stations with personnel more suited to their isolation and 


Guard is illogical and ine 


siasake The Coast Guard will cooperate closely with the Panama 
Canal C mapas in the transfer of the aids and will continue to pro 
vide any technical assistance and logistic support which may be 
required in their maintenance and operation 
L will be olad to answer any q lestions., ore ntlemen. 

Dorn. Do you have any objection to - t vo amendments pro- 





posed by the Acting Comptroller General « ie United States, Mr. 
Weitzel, in his letter to Mr. Weichel oO eh. 30, 1954: 

1. Changing the word “side’ raga pil er aay words at the 
end o page 2 “except so far as said section would requl re payment to 


be made for the transferred properti¢ ‘s and assets 

Commander Gorr. As to the first one, changing “side” to “site” we 
hav hie obj ction. 
\s to the second amendment, sir, it was not the intention of the 
Coast Guard that there would be an exchange of funds in connection 
with this transfer 

Mr. Dorn. Since that second amendment prevents t 
in favor of the second ame = 

Commander Gorr. Yes, sir 

Mr. Avuten. Thank you ve . much, Commander, for your statement 

Lt appearance. 


Mr. ALLEN. Mr. William M. Whit lan, Secretary, Par ama Cal ad 


iat vou would De 


Mr. Whitman, we will be pleased to have such information as you 
can give us 


STATEMENT OF WILLIAM M. WHITMAN, SECRETARY, PANAMA 
CANAL COMPAN 


Mr. Wurman. Mr. Chairman, the Pana Canal Zor supports 
thi | o'} lation and recommends Its favorable consideration by this 
committee for the reasons stated by the witness who preceded me. 

The a ds to navigation covered by this bill were 1 stalled primarily 
for the bene fit o1 ships CrOSSING the canal, and log cally we believe 


they should be part of the property and operation of the Panama 
Canal Company. 

The transfer to the company would result in overall savings to the 
United States Government because of the fact that Coast Guard could 
eliminate these lon he runs from continental United States to service 
the stations. 
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Our overall cost of operation, including depreciation, is estimated at 
$48.000 a year for all 7 hghts. 

The views of the company were stated formally in a letter addressed 
to the chairman of this committee dated July 1, 1954, and I suggest 
that that letter be 17 corpo! ited in the record if the chairman sees fit. 

Mr. Auuen. The letter 1 iy be ul corporated into the record at this 


nt 
(The letter referred to is as follows:) 
PANAMA CANAL COMPANY, 
Washinotor >, D C., July 1, 1954. 
Hor ( 
( ( ttee« and 1 j ies 
> j ‘ 1). ¢ 
Dean M TOLLEFS Ref e is made to ye request for a report on the 
bill, H. RR. 9897, to itl e the Secretary of the Treasury to transfer certain 
pro] he P ( : her purposes 
The 1 posed b wi { tl the Secretary of the Treasury to transfer 
to the Pana Canal Cx pa out ¢ hange o inds, the aids to naviga- 
Ol ‘ n the b ! ! ned by the Coast Guard at seven 
e Caribbean | approaches to the Panama Canal, 
All of t hject aids to1 { re installed primarily, if not exclusively, 
* the benefit of vessels ns ng the Panama Canal or calling at its terminal 
ports It is therefore appropriate that they should be owned and operated by 
the P Cal Com] yasapa if its syste of aids to navigation. The 
1} oving the costs of operation and mainte- 
nance of such ti | is Department (Coast Guard) and placing 
them in the Panama Canal ¢ pany, where they are deemed properly to belong, 
since they are maint ed and operated primarily as adjuncts to operation of 
the Panama Can The Pana! Canal Company has at the present time the 
requisite 1 nte nee personne nd equipment to enable it to assume this func- 
tion imme te follow transfer of the facilities from the Treasury Depart- 
ment to the Panania ¢ Company. The total annual cost to the Company to 
maintain the subject facilities estimated at $48,000, including depreciation. 
As re nized by section 3 e proposed bill, the transfer of the subject aids 
to nay tion to the Par a Cal Coinpany would be s ect to the provisions 
of sé 14 (bh) of title 2 « the Canal Zone Code, as added by the act of June 
29, 1 (¢ TOG, se 62 Stat 7 which gives the Company legal authority 
property Vv ) ( The cited section provides for 
eS t net direct vestnent of the United States in the Company upon 
t sfers the poration from other agencies “pursuant to applicable provi- 
rr s that the amount of such increase “shall be agreed 
upon between the corporati« nd the agencies concerned and approved by the 
LD oO he | f f Budget,” givir due consideration to the “cost 
| ‘ ling power of the transferred assets, or usable value to the 
trans ‘ lv le t 1 mal xr adeq te provisions for “depre- 
proy S ‘ ( ete or otherwise unusable inventories 
I her 1 onab ‘ s f nv f 
The Board of Directors of the Panama Canal Company has approved the pro- 
p 1 leg tior nd ] aut zed acquisition of the navigation aids by the 
} he Se 
| Burea fthe B ret has advised that there is no objection to the submis- 
Ss I n eport t r ¢ | 
Sincere ours 


W. M. Wuirman, Secretary. 


Mr. Wuirman. That concludes my statement. 

Mr. ALLEN. Questions, gentlemen 

Mr. Dorn. Are those two amendments objectionable to the Com- 
any 
Mr. Wurman. Certainly the first amendment is acceptable, and, 
insofar as my present information goes, there is no objection to the 
second amendment. I had not heard it before you read it, Mr. Dorn, 
but.so far as I can see now it is acceptable. 
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Mis. Sttuivan. How would service be given to these stations from 


/ 


“dhhadha 
Mr. Wurman. We have an aids-to-navigation division in oul 


} j | 


Marine Bureau, which is primarily charged with the function of get 


{ vg il} through the can il. At the present time we ope rate some 
{ e like 760 aids to na wation thin the (¢ anal Zone and on thie 
ppro es to the canal, and it would be handled by that division with 
existing personnel who would vo o t and servi e these lights from the 
>} 
My ss LI N Ilo would thr ts be Tro the Ca / ( 
Mr. Witurman. The one farthest away bout 275 mile i 
t lnistakel. That is the lor vest I'l 
\I SuLLIVAN. Would you have tn nore dithieulty manning those 
ortit with eivilians than the Coast Guard : nd pe ple h the service 


uld have 7 

Mi Writrman. We do not inticipate difficulty int manning the 
ol)t lL cannot con pare it W th the Coast Guard’ experience, 

Mrs. Sutuivan. That is all 

Mr. Auuen. As a matter of fact, Mr. Whitman, has not the Canal 
Company been taking care of some of these hghts in the past ? 

Mr. Wiirman. That is corre Be Mr. Chairman We h ive been serv 
cing two of them. I believe, for the Coast Guard on a reimbursable 


l 
nas 


Mr. Auten. Would this $44,000 increase of expense ultimately find 


ts wav into the toll base ¢ 


Mr. Wurman. Yes, sir. 
Mr. Anuen. Is that the type of charge ordinat ly char 
ource of revenue tothe Government 7 

Mr. W LITMAN. I think venerally the Coast (ruard services the se 
lights and the costs are borne by the United States Treasury and paid 
! 


the taxpaver rathel than by anv particular avency ot the Gover) 


i 


rec IonATNstT 


ment yperating on a revenue basis. 

Mr. Auten. That is true of all the aids to navigation in all of the 
harbors of continental United States so far as you know ¢ 

Mr. Wurman. So far as I know that is true. 

Mr. Auten. Is it true also of the lights and aids to navigation main 
tained by other countries ? 

Mr. Wuitman. I have no information on that. Mr. Chairman 

Mr. Auten. Thank you, Mr. Whitmar 

Mr. Dewey / 


STATEMENT OF RALPH B. DEWEY, WASHINGTON REPRESENTA- 
TIVE OF THE PACIFIC AMERICAN STEAMSHIP ASSOCIATION 


Mr. Dewry. Mr. Chairman, I would like to insert my formal state 
ment into the record if I may and briefly review some of the pertinent 
points of my statement. 

Mr. ALLEN. That will be agreeable. 
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Che statement of Mr. Dewey is as follows:) 


STATEMENT OF PACIFIC AMERICAN STEAMSHIP ASSOCIATION ON HL. R. 9397, TRANS 
FER OF UNITED Sratres Coast GuarD AIDS To NAVIGATION TO PANAMA CANAI 
COMPANY 


My name is Ralph B. Dewey ! am the Washington Representative of the 
Pacific American Steamship Associatio epresenting 12 major American-flag 


steamship lines on the Pacific coast 
We are grateful for this opportunity to appear before this committee and 


presen r views on this piece of legislati 

This legislation is, we understand, proposed by the United States Coast Guard 
as a matter of economy 

It would transfer from the United States Coast Guard to the Panama Canal! 
Company, a Government corporation created under Public Lew 841, effective 
July 1, 1951, 2 radio-transmitting stations and 5 beacon-light stations in the 


radius of 275 miles from one or the other entrances to the Panama Canal 

For the information of the committee, there follows a list of the installations 
with a description and the amount of Government investment in each, according 
to the Office of the Controller of the United States Coast Guard 








Capita 
ivest 
Bancador (¢ eu t I rt f Cristobalin Caribbean, pyram- $4, 770 
ia tower, acet t 
a Ba beaco tht 2 nile wth of Cristobal in Caribbean (sam 4,770 
: re | lecat 
2 s » Ba ea he 4.770 
( I ta of | , 23, 300 
Fu : 
} »t t st » Caribbea 
sse] to Cri 
maCa fl 1, w f Panama 122, 204 
t 1110 s the juarter and 
gener £g 
« i raci 2 vest na 4, 4(0) 
I I \ lene | 120 € ’ f Cana 4, 700 


It has also been estimated by the Coast Guard that there is an estimated 
annual cost of $80,000 in the maintenance of these stations. 

We have been informed that the proposal for the transfer of these stations 
lies in the fact that they must now be served by Coast Guard vessels and crews 
Lic me from Key West or Miami, some 1,200 to 1,500 miles north, 
ju g navigation around Cuba; whereas if they could be maintained by a 
essel situated at the Panama Canal, the annual operation cost could be halved. 
Our association subscribes wholeheartedly to any effort to reduce Govern- 





ent costs, but believes that an amen idment is necessary in order for such reduc 
h na tr able manner. The commercial steamship 

perator equired, under P ubli ic "law 841, to pay practically all the costs of 
operating the Panama Canal throu; gh the Panama Canal Company, with no con- 
I r its operation and wii’.out even being invited to offer comments con 
ing its Management It cannot agree to increasing the company’ *s operating 

by $48,000 per year plus an additional interest burden of sbout 4 2 percent on 

the $169,000 capital baventanent in volved. We, as taxpayers, cannot agree to 


issuming the Coast Guard’s financial responsibilities 

The proponents suggest that there is merit to transferring these aids to naviga 
tion over to the Panama ( anal Company since their major function, it is alleged, 
sto d vessels in their ap mach to or departure f ae ERE 2 San S ana This, 
again, in our opinion, is not one justifying such transfer. The aids to navigation 

aintained in the water approaches to the contine nt of the United States are 

signed to the Coast Guard, and their operation is handled out of the Coast 
Guard budget. In a great many instances such aids to navigation are solely for 
the purpose of guiding vessels arriving or departing certain ports. To transfer 
the entire capital investment and operating cost of these aids to the Panama 
Canal Company is inconsistent with Coast Guard’s policies and statutory respon 
sibility and is discriminatory to the users of the Panama Canal. So long as 
publi » polic vy maintains this function in the Coast Guard, it should be maintained 
there for all purposes, and there should be no patchwork change 


} 
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It is also passing mighty strange that one agency, the Panama Canal Company, 
should be so receptive and agreeable to the assumption of costs of another agency. 
To understand this philanthropy, one must understand canal financing. The 
Canal Company receives all of its income from two pricipal sources—tolls (about 
1) percent) and sales of commodities and services to local consumers (about 60 
percent). Because of the self-sufliciency, not 1 cent of appropriations is sought 
from the Congress by the Canal Company It is politically understandable, 
therefore, that one agency who needs not atone for its expenses before an Appro- 
priations Committee might acquiesce in a proposition such as this one from a 
friendly ally which must ask the Congress for its funds each year. 

But while it is politically understandable, it is nonetheless economically repre- 
hensible. It has the effect of extending the length of the canal 250 miles to sea. 
We don’t object to paying for transiting the canal, but we strongly object to 
paying an additional toll on the sea approaches when no other sea approaches 
under United States control are similarly taxed 

There is one other important consideration involved here. The Panama Canal 
became a corporate organization for the first time on July 1, 1951. For the 50 
years of the canal’s life until that date it had been operating as a spending agency 
without corporate controls which provide economy and efficiency of operation. 
The Panama Canal Subcommittee of the House Merchant Marine and Fisheries 
Committee is presently examining the first 2 years of its operation under its new 
corporate form. That subcommittee has been presented with an exhaustive 
study of the entire capital structure and all of the fiscal policies at the canal. 
Our association’s contribution to that study was the result of 8 months of research, 
including work by auditors of 8 Pacific coast steamship companies, a former 
top executive of the canal, and one of the most widely known certified public 
accountant firms in the United States. Congress has been asked to review the 
entire fiscal situation at the canal and to make several very basic changes in 
fiscal policy. 

Similarly, the General Accounting Office, the Secretary of the Army, repre- 
sentatives of employees at the canal, and others have made proposals now in the 
form of bills before the Panama Canal Subcommittee of the House, all of 
which would affect, as would-be legislation now before this subcommittee, the 
capital structure and operating cost at the canal. In addition, the Republic of 
Panama has been negotiating for treaty amendments which would substantially 
increase operating cost, possibly $5 million per year 

We believe that members of your committee will recognize that to adopt this 
single Coast Guard proposal now when the entire subject of futu finances and 
administration at the Panama Canal is being examined, would a piecemeal 

lution. 

So that this committee may understand the magnitude of some of the proposals 
that have been made, we have computed the total effect of all of the proposals 
commented on above. They would add a total of $12.3 million per year to the 
operaing cost of the Panama Canal Company. In 19538 the Company made a profit 
of 5.6 million. If all of the proposals now before the Congress and the admin- 
istration now were adopted, that $5.6 million profit figure would be transformed 
into a $6.7 million deficit figure. It is exactly this point that is a major part of 
the study submitted to the House on June 18, 1954, by our association, that is, 
that each time in the history of the canal that it gets to the point where we 
might begin to pay off the debt, efforts are made from numerous sources to absorb 
the profits and once again throw the canal into a false deficit status 

or these reasons and because the steamship operator feels a responsibility 
to the cost of the commodity transiting the canal to insist upon businesslike 
operation at the canal, we are unalterably opposed to the legislation in its present 
form 

We stated earlier, however, that we believe the desired economy is possible 
without improperly shifting the cost burden from the Coast Guard to the Panama 
Canal Company. 

The Pacific American Steamship Association would be agreeable to the passage 
of H. R. 9397 if it were amended so as to provide that the titles to the properties 
remain in the Coast Guard; that the net investment of the Government in these 
facilities is not transferred to the accounts of the Panama Canal Company; and 
that the Coast Guard would reimburse the Panama Canal Company annually for 
the full and complete cost of maintaining these facilities. 

We have enjoyed the full cooperation of the Coast Guard with which our 
industry, naturally, has a close relationship and are in complete sympathy with 
their desire to effect maximum economy in their budget We are led to under- 
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stand that the maintenance of these facilities by craft and personnel based at 
the Panama Canal would probably reduce costs 50 percent. We believe that 
our amendments are equitable and sound and submit that there is no question 
that they would accomplish all of the economy to Government that the proposed 


legislation seeks. 


1. General Accounting Office proposal for elimination of national 

defense a ance of $128 1 on capital structure increase 

annual interest cost $2, 500, O00 
2. General Accounting Office proposal for charging interest on net 

direct investment of Government in assets of Canal Zone govern 

ment of $30 million 600, 000 





6. Secretary of the Army depreciate $310 million of nondepreciables 
1 percent annually 3, 100, 000 
1. H. R. 9429 proposes charge United States tolls 
Contributions to retirement funds ; “ ods 152, 000 
Depreciation on housing and all facilities for employees__- 770, 000 
Interest on investment in clubhouses, quarters and commis- 
saries—2 percent of $20 million 100, OOO 


5. H. R. 9397 transfers 7 light and radio stations to the Panama 
Canal Company : 


Interest at 2 percent on $169,000 33, 800 
Depreciation at 1 percent on $169,000 16, 900 
Operating costs ($80,000) SO, OOO 

6. Reported proposal of the Republic of Panama for increasing 
annual annuity payment from $450,000 to $5,000,000 $, 550, OOO 
Pot 12, 202, 700 


Mr. Auten. Identify yourself for the record and proceed with your 
comments, Mr. Dewey. 

Mr. Dewry. My name is Ralph B. Dewey, Washington representa 

ve of Pacific American Steam hip Association 

Our association subscribes wholehearted|y to any effort to reduce 
Government costs, but believes that an amendment is necessary in 


rder for such reduction to be achieved in a truly equitable manner. 
Phe comme ial steamship operator is required, under Public Law 841, 
to pay practically all the costs of operating the Panama Canal through 


the Panama Canal Company with no control over its operation and 


without even being invited to offer comments concerning its manage 
ment, it cannot agree to increasing the Company’s operating cost by 
M48,000 pel year plus an additional interest burden of about 2 percent 
on the $169,000 capital investment involved. We,as taxpayers, cannot 
agree to assuming the Coast Guard’s financial responsibilities. 

Che proponents suggest that there is merit to transferring these aids 
) navigation over to the Panama Canal ¢ OmMpany since their major 


function, it is alleged, is to ald vessels in their approach to or de- 
partiivre 7 »} the Par ima Canal This, again, 1s our opinion, is not 
fying such transf The aids to navigation maintained in the 


water ap] roaches to the continent of the United State are assigned to 


the Coast Guard, and their operation is handled out of the Coast 
(ruard budeet. Ina great many instances such aids to navigation are 
olely for the purpose of guiding vessels arriving or departing certain 
Daort 


To transfer the entire capital investment and operating cost of these 
aids tothe Panama Canal Company is inconsistent with Coast Guard’s 
policies and statutory responsibility and is discriminatory to the users 
of the Panama Canal. So long as public policy maintains this fune 
tion in the Coast Guard, it should be maintained there for all purposes, 


A d there should he no patchwork change. 
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Mr. Dries. Do you favor an amendment which requires the Coast 
Guard to pay the e xpense 

Mr. Dewry. We favor an amendment which retains the cost of op- 
erating these lights in the Coast Guard’s budget. 

Mr. Dries. You have no objection to transferring management con- 
trol over the Panama Canal Zone? 

Mr. Dewey. Provided it is on a reimbursable basis from the Coast 
Guard. I think that point will be made in a moment. 

I would like to make one point: It seems strange to us that one 
agency, the Company, should be so re eptive and agreeable to assum- 
ing the cost of another agency. This is rather nnique in Government 
experience. It is important to understand the Panama Canal finance- 
ing to understand this acquiescence on the part of the Company to 
accepting the cost burde ns. 

The Company, Panama Canal Company, receives all its income from 
two principal sources: tolls and the sales 3 of commodities and sales to 
loe al consun ners. 

Because of the self-sufficiency of the Canal Company not 1 cent of 

ap propeastanie 1S sought from the Congress by the hia It is 
polit ully understandable, therefore, that an ageney such as the Com- 
pi wh » need not atone for its expenses before the Ansvendatiens 
( ‘omm ttee might ar qrile sce ina propositic n trom one of their friendly 
ls, funds that come out 
of the Company’s revenues, which is the toll payers’. 

We object to this strongly, 

A further effect of this transferring of the cost to the Canal Com- 


other spain to ask the Congress for the fun: 


pany Is that it extends the lencth of the canal 250 to 275 miles to sea. 
We do not object to paving for transiting the eanal. but we strongly 
objec ) paying an additional toll on the sea approaches when no 


see sea vasecdien under United States control are similarly taxed. 

We stated earlier that we believe the desired economy is possible. 
Our association would be agreeable to the passage of H. R. 9397 if it 
were amended so as to provide that the title to the property remains 
in the Coast Guard, that the net investment of the Government in 
these facilities is not transferred to the accounts of the Company, and 
that the Coast Guard would reimburse the Panama Canal Company 
annually for the full and complete cost of maintaining these facil- 


235 
iul 


It was explail ed that the present cost to the Coast Guard is about 
$80,000 per year. That cost does not include the capital cost of the 
lights. I don’t know what that figure would be, but the Panama 
Canal Company has estimated it would cost Sena 348,000 per year to 
maintain the lights and provide depreciation for replacement of the 
lights and the navigation aids. 

The Coast Guard, then, is saving the difference between $80,000 plus 
its capital cost and the $48,000 under this proposal that the Company 
operate the navigation aids. We think that the Coast Guard would 
be making a considerable saving, the Company would be doing a job 
which they are equipped to do, it would be a saving to the taxpayer 
in every way. But to shift the entire burden away from the Coast 
Guard and onto the backs of the toll payers is inequiti able in our 
view, and we think that if you analyze these amendments which the 
Pacific American Steamship Co. makes, and I would want to con- 
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firm this in writine, I am not sure that you need the legislation to do 
this job, toa omp] sh this transfer. 

\t the present time there are two lights which the Panama Canal 
( ompany mMalnta for the Coast Guard on a reimbursable basis. 
These other seven lights, there is no reason why they couldn’t be on a 
I mbursable basis. Why t tle has to be transferred to the facilities I 
do not understand. They should be replaced by Coast Guard budget 

ome time In the future when they are worn out. 

The operational transfer is logical, It saves half the cost. ut to 
do that thev do not need legisiat on. They are reimbursing the Com 
pany now for the operation of two lights : that is, the Coast Guard is. 
Why does title have to pass? That means the Company assumes re 
placement cost. We think the Coast Guard should retain title and 


retain replacement cost. 

So far as net investment of the Government in these facilities, by 
the transfer there is no transfer of assumption on the books of the 
capital cost of the light but you do assume the repla ement cost which 
is practically one and the same thing. We do not think the Company 
should replace the lights. We do not think the Company should 
retain title. We think the Coast Guard should do those two things 
and reimburse the ¢ vompany on operating costs. You would accom- 
plish everything you are accomplishing now and save the tolls payers 
245,000 sweetening up of the capital base, which we object to not 
because it is $48,000 but because there is a principle involved which we 
feel is compounded in many areas of canal accounting. We call to the 
attention of this committee which has been investigating the canal 
matters generally this spring, that if all of the propositions 


l } } ’ 


which have been brought before your committee, and some of which 


accounting 
are pending to be brought, were to be passed upon and become law, the 
total annual cost of running the Panama Canal would be increased by 
more than $12 million. There only one place where that increased 
cost can be met and that is through tolls. So we intend to object to 
each of these if they are not logical. If there is some compromise, as 
we feel there is in this legislation, we would like to suggest that compro- 
mise to yvour committee. 

Thank you, Mr. Chairman. 

Mr. Mumma. Half of these figures you talk of are shared by foreign 
operators; are they not? : ; 

Mr. Dewry. Inthe nature of the toll; ves. 

Mr. Mumma. When you infer that you are being penalized, you are 


{ ‘ ‘ ot skew . . = a | 
not tak r into cor e] t half the traflie of e Panama Cana 


‘ 


rorelg ring 


r* ms 


Mr. Drewry. I am certainly taking it into consideration. I appre- 
ciate that. 

Mr. Mumma. I understand that light is 275 miles south. I can see 
where that doesn’t affect you people any. A lot of American boats 
could use that. Chile could use th au. 

Mr. Dewry. In that respect, if it is used on any other—strike that. 

In that respect the navigational lights throughout all of the world 
are maintained by the national governments to whom they are 
assigned. 

Mr. Mumma. Yes; but why should you make a point that they hap- 


pen to have one 275 miles south of the Panama Canal? I don’t see 
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where that enters into the picture, Other boats get the benefit of that 
and those boats pay half the tolls in the canal, too. 

Mr. Dewey. We are getting the benefit of it now and we are not 
paying for it, which is as it should be. We would like that to be 
col tinued. 

Mr. Mumma. Why do you make a point of that light ? 

Mr. Dewry. I make no point of any single light. I don’t get your 
point. 

Mr. Mumma. My point is that the Panama Canal doesn’t hurt the 
steamship companies. They are still w: \ under the railroad rate. 

Mr. Dewry. You mean the toll rate? 

Mr. Mumma. The tol!s on the Panama Canal do not mean suecess 
or failure for your boats. ‘They are still way under the railroad rates, 
transcontinental rates. 

Mr. Dewry. The canal rates are under the railroad rates ? 

Mr. Mumma. The freight rates are, yes; ocean transportation from 
I'risco to New York is considerably cheaper thar the railroad freight. 
A little bit of difference in the toll doesn’t make that much effect 4 

Mr. Dewey. If I were to answer your question and your commen 
tary 1 would have to get into an hour-lo Y GsScussion of intercoastal 
rates, the result of which— 

Mr. Mumma. But youmake much of every little point. 

Mr. Dewry. I would say this, sir 

Mr. Mumma. You don’t need that build ip, do you ¢ 

Mr. Drewry. I would say we need this a great deal. A great deal 
of the opposition from the steamship industry to the present canal 
toll rate is coming from the intercoastal lines, not because they are 
trying to get away with anything but because thev are flat up against 
It. Kvery single cost item that Is o1 heir books t iey have tov itech. 
Companies are going out of business in the intercoastal trades every 
6 month 

Mr. Mumma. Isthat on account of toll 

Mr. Dewry. On account of many things, some of which they can 
do nothing about and others which they will have to meet head-on, 
such as canal tolls. There are several primary ways where the inter 
coastal lines are up against it. One is on the rate, the umbrella held 
over them by the railroads, which Is, 11 I can Say it in 8 seconds, the 


railroads by the permission from the Intersta 


; te Comme}! Comm 
sion quote rates from st iboard to seaboard on ce moclities which are 
traditi mally water moving commoclities at a level calculated to draw 
the business away from the cheaper cost watel es, which they do 


I it] er effectively. 

Mr. Mumma. Nametwo for me. 

Mr. Dewey. Lumber, canned goods. Canned goods recently on the 
Pa if ct 

The ra it_rate is a little b high to steal it aw Ly from 
the waterlines who have been carrying it al “Mr. ICC, will you 
ylease lower it to $1.66 a hundred pounds ee ey got it down to $1.66 
a hundred pounds and it was very effective. They have that open doot 
at the ICC. 

Mr. Mumma. They havea drag with the ICC ? 

Mr. Dewey. They have. We wish we had that drag. When we 
don’t have it we look at other costs. 


e coast was $1.76 per hundred pound 
; 


i 
] id i 
ilroads Sala thi 
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Mr. Mumma. I know wholesale grocers get all of their peaches, and 
they get them from boats, and they say the rates are cheaper. 

Mr. Dewey. Nobody w _ use water if it is note heaper. 

Mr. Mumma. Well, if you take peaches which are harvested one 
year and sold a length 7 time afterward, it makes little difference. 

Mr. Dewey. I don’t know as I have answered your question but it 
has been an interesting discussion. 

Mr. Dies. The question 1 am concerned about in that connection is 
this: If the Government has to defray the cost generally of naviga- 
tional aid every other pla e, What is the Justific ation for requiring the 
Panama Canal to assume the cost here ? 

Mr. Dewey. I know of none. 

Mr. Dies. That isthe point I — l want cleared up. 

Mr. Mumma. Foreign lands e paying half of it. 

Mr. Dies. it would amount to Tittle j in the total cost, but I can under- 
stand there could be some question raised as to why Panama Canal 
would be an exception to the general rule. If we provide services 
everywhere why should we say to the Panama Canal “You have to 
pay the cost in the way of tolls.” 

Mr. Dewey. If I could comment on that I would say there is no 
other pres edent. Go to the port of Houston, the port of San Fran- 
cisco, and the light you use approaching that port you use just so you 
can vet tothe port. 

Mr. Dries. Loading costs on to Panama Canal would make it such 
that it would discourage business and trade and it would be loaded 
down with entirely too many costs. 

Mr. Dewey. I would say this: At the present time the canal is mak- 
ine money. lots of a 5 or 6 million dollars is being made. What is 
another $48,000 a year ¢ Why not reach into that kitty for another 
$48.0002 Our contention is thi it it will be $48,000 in this Congress, 
$100,000 in the next, and we don’t know how much in the subsequent 
Congresses. 

Mr. Atuten. Mr. Dewey, do you know what the rate on the com- 
modity lists for canned fruits is through the canal from California to 
New York ? 

Mr. Dewey. I do not. I have seen them in the last few days but 
I do not recall what they are. 

Mr. Atten. With regard to these lights, do you know whether any 
of them are defini tely part of the canal ap proach or any that are so 
far removed as to be of service to vessels not going through the canal ? 

Mr. Dewey. Any light that is 200 miles away from the canal would 
certainly be of use to other navigation. A vessel using that light could 
be on any one of a half dozen trade routes. 

Mr. Dries. I do not see the necessity for departing from the prin- 
ciple involved. The Coast Guard has done wonderful work. Why 
turn over this thing to the Panama Canal? Why not let the Coast 
Guard continue it? You have one agency in charge of the whole 
thing. They are certainly experts in it. They have been engaged in 
it for years and years. I don’t see why the necessity to make any 
exception unless there is some good reason for it. If the Coast Guard 
doesn’t have enough money we ought to appropriate more money so 
they can render the service. 

Mr. Drewry. Mr. Dewey, do you see any possibility, if this bill 
were enacted, of its estab iehing a precedent which foreign nations 
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as well as our own might apply in the use of navigational aids so that 
it might conceivably result in the levying of tolls on the approaches 
to harbors in other parts of the world ? 

Mr. Dewey. I hadn’t thought of it before, Mr. Drewry, but I can 
see that threat. After all, a vessel approaching the Suez Canal has 
the use of certain lights which are paid for out of some national funds 
to which those lights are assigned. Some nation is assigned those 
lights and they are maintained. 

If this legislation passes I can see no reason why the Coast Guard 
shouldn’t come to a group of port authorities in the city of San Fran- 
cisco or the city of New York and say “You get together enough money 
to finance these lights. All these ships come into your port to use 
your facilities and that is all they come in here for, to use your port 
and your facilities. Therefore we think you should pay for the lights.” 

Mr. Drewry. With perhaps a resulting increase to port charges? 

Mr. Dewry. Somebody has to pay it. 

Mr. Dorn. If the Coast Guard kept doing this probably we wouldn’t 
need a Coast Guard after a while. 

Mr. Dewey. They have other functions, and very important ones, 
Mr. Dorn, which I would take this occasion to say they do in excellent 
manner. The Coast Guard is one of the finest agencies with which 
the steamship agency has the pleasure of dealing. I want to make 
that clear at this time. 

Mr. Auten. Thank you, Mr. Dewey. 

Commander Goff, would you answer one question from where you 
are now 4 

Under ordinary circumstances would lights such as those involved 
here be borne out of toll revenues from any operation of a business 
nature or would they be borne out of the general fund of the United 
States / 

Commander Gorr. All the aids operated by the Coast Guard as 
part of the United States navigational aid system are borne out of 
the general revenues. This country, by the way, is one of the few 
countries, practically the only one universally, which defrays the cost 
of aids to navigation out of the general funds. Most companies assess 
port charges and those port charges include a definite appropriation, 
or a definite part of the money earmarked for aids to navigation. 

The United States is one of the few countries which does actually 
pay the cost of their aids to navigation system out of the taxpayers’ 
pockets. 

Mr. Auuen. In line with that statement would it be in accordance 
with that philosophy that if we changed this situation in the Panama 
Canal and charged up the cost of the navigational aids in the Panama 
Canal to those using the canal that we should also charge up the cost 
of using the lights off New York, or San Francisco, or New Orleans 
to the ships using those respective ports? 

Commander Gorr. I don’t believe so, sir. It appears clear to us it 
was the intent of the Congress, when Panama Canal was set up as if 
is, that the operation of the canal was intended to be self-supporting. 

These aids to navigation questions are part of the Panama Canal 
system. Their entire justification when they were established were 
to serve traffic transiting the canal, and for no other reason. 


50237—54 3 
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Mr. Atien. Are they installed in part by agreement with other 
nations for the use of territory of other nations? 

Commander Gorr. Only insofar as we had to obtain permission to 
use the sites. 


STATEMENT OF F. D. HEYWARD, LEGAL DIVISION, COAST GUARD 


Mr. Heyrwarp. I would like to make the point, Mr. Chairman, that 
the entire purpose of the legislation here was to simplify our opera- 
tions. After all, the money is not paid for by the Coast Guard. The 
Congress always has given us the money to operate these aids. But 
they were originally established at the request of the canal by the old 
Lighthouse Service, which was our predecessor. 

These are the only fixed aids in the world which the Coast Guard 
maintains outside of our Territorial waters, continental United States, 
and our possessions. 

In connection with our authority, as a matter of fact in 1949, when 
our title 14 was codified, we were given the authority to establish aids 
cnly in the Territorial waters and possessions of the United States, 
continental limits. We were authorized to continue to maintain any 
lights which were already in existence which didn’t fall in with that 
authority. 

In other words, if these lights did not-now exist we would have to 
come to Congress to get them to amend our basic law before we could 
even establish it, but when they codified our title they allowed us to 
continue to maintain these lights, and we simply felt that for opera- 
tional convenience and simplicity the Panama Canal Company, being 
equip pee d to service them, being willing to service them, we asked for 





the legislation in oy Soa gy rthem. 
The Only need for th » le oO) sl; ation was in order to get around the 
provisions of the act of 1949 setting up the general services rather than 


voing through that procedure of declaring surplus, excess, and so 


forth 
So far as the amendment Mr. Dorn referred to by the Comptrolle1 
General, I did not catch the language, but I believe that that 1s taken 
ire of 1n the bill by the provision that the transfer shall be without 


‘y 


exchange of funds. Without seeing the language and studying it, it 
iay be unnecessary. 
Mr. Dorn. I suggest you read the letter of the Compt trolle r General 
of t] e United State S. from Mai s Weitzel to ( hairm in Wei th iel, 
Mr. ALLEN. Do you have otl er questions ¢ 
Mr. Dorn. I have nothing more. 
Commander Gorr. This woul | certi iinly clarify it. 
Mr. Dorn. You feel the amendment shoul : ra in the bill? 
Mr. Hreywarp. are 
Mr. Autien. The committee will now 20 into short executive ses- 
sion. 
(The following letters were furnished for insertion :) 
TREASURY DEPARTMENT, 
Washington, May 19, 1954. 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES. 


Sir: There is transmitted herewith a draft of a proposed bill, to authorize 
the Secretary of the Treasury to transfer certain property to the Panama Canal 
Company, and for other purposes. 

The aids to navigation, the transfer of which would be authorized by the pro- 
posed bill, are located in the approaches to the Panama Canal and are operated 
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for the benefit of shipping bound to and from the canal. Since they are remotely 
situated from other Goast Guard activities, the servicing of these aids has re- 
quired the diversion of a Coast Guard tender for a portion of each year from its 
aids-to-navigation work in another area. 

It is the opinion of the Treasury Department that the aids to navigation in- 
volved more properly fall within the sphere of activity of the aids-to-navigation 
system maintained by the Panama Canal Company. In connection with two of 
the lights, located in the Pacific approaches to the canal on Morro Puercos and 
Jicarita Islands, the Canal Company for some time has been providing the main- 
tenance and repair service for the Coast Guard, on a reimbursable basis. 

In correspondence with the Coast Guard, the President of the Panama Canal 
Company has stated that it is reasonable and proper that the aids covered by 
the proposed bill should be owned and operated by the Canal Company as a part 
of its system of aids. The transfer of the aids would result in a material saving 
in cost to the Government. 

It would be appreciated if you would lay the proposed bill before the House 
of Representatives. A similar proposed bill has been transmittel to the Presi- 
dent of the Senate. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
H. CHAPMAN ROskE, 
{ciing Secretary of the Treasury. 


A BILL To authorize the Secretary of the Treasury to transfer certain property to the 
Panama Canal Company, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of the Treasurer is au- 
thorized to transfer to the Panama Canal Company, without exchange of funds, 
all or so much of the facilities, buildings, structures, improvements, and equip- 
ment comprising aids to navigation maintained by the Coast Guard at or on 
Roneador Cay, Serrana Banks, Quita Sueno Banks, Cristobal Mole, Cape Mala, 
Jicarita Island, and Morro Puercos Island, as may be mutually acceptable for 
transfer 

Sec. 2. Upon completion of any transfer authorized by this Act, the functions 
of the Treasury Department concerning the pertinent aid to navigation and its 


jurisdiction over the site upon which the aid is located are transferred to the 
Panama Canal Company. 

Sec. 3. Transfers made under this Act shall be subject to the provisions of 
section 246 (b) of title 2 of the Canal Zone Code, as added by the Act of June 


29 1948 (ch. 706, sec. 2, 62 Stat. 1076). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, June 30, 1954. 
Hon, ALVIN F,. WEICHEL, 
Chairman, Committee on Merchant Marine and Fisher 
HTouse of Representatives. 





DraAR Mr. CHAIRMAN: Reference is made to letter of June 11, 1954, from the 
chief clerk of your committee, acknowledged by ‘phone June 16, transmitting 
a copy of H. R. 9397, 83d Congress, entitled “A bill to authorize the Secretary of 


the Treasury to transfer certain property to the Panama Canal Company, and 
for other purposes,” and requesting a report and the comments of this Office 
thereon 

A corresponding bill, 8S. 3620, is now pending before the Senate Committee on 
Interstate and Foreign Commerce. 

This Office has no firsthand information as to the need or desirability of the 
proposed legislation. However, it appears from letter of May 19, 1954, from the 
Acting Secretary of the Treasury, transmitting the proposed bill, which became 
S. 3620, to the President of the Senate, that the aids to navigation, the transfer 
of which would be authorized by the proposed legislation, are located in the ap- 
proaches to the Panama Canal; that they are remotely situated from other Coast 
Guard activities; and that the servicing of such aids has required the diversion 
of a Coast Guard tender for a portion of each year from its aids-to-navigation 
work in another area. Further, it appears from said letter of May 19, 1954, to be 
the opinion of the Treasury Department that the aids here involved more properly 
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fall within the sphere of activity of the aids to navigation maintained by the 
Panama Canal Company; that in connection with two of the lights located in the 
Pacific approaches to the canal on Morro Puercos and Jicarita Islands, the 
Canal Company for some time has been providing the maintenance and repair 
service for the Coast Guard on a reimbursable basis; and that the Treasury 
Department is of the view that the transfer of the aids would result in a material 
saving in cost to the Government. 

In line 4, page 2, of the bill it is believed that there is a typographical error in 
the use of the word “side.” Presumably the word “site” was intended. Also, 
while section 1 of the bill would authorize the transfer of the aids “without 
exchange of funds,” section 3 would require such transfers to be made subject to 
section 246 (b) of title 2 of the Canal Zone Code, as added by section 2 of the 
act of June 29, 1948 (62 Stat. 1076), which requires that transfers of properties 
and other assets between the corporation and other Government agencies be 
made at such appropriate amount or amounts as shall be agreed upon between 
the corporation and the agencies concerned and approved by the Director of the 
Bureau of the Budget with due consideration to be given to the cost and probable 
earning power of the transferred assets or usable value to the transferee if clearly 
less than cost, and subject to the other conditions therein specified. As the latter 
requirements appear inconsistent with that part of section 1 of the bill requiring 
the transfer to be made without exchange of funds, it is suggested that if the 
intent of section 1 is to be given effect that section 3 of the bill be amended by 
adding thereto the words “except so far as said section would require payment 
to be made for the transferred properties and assets.” 

This report is submitted in quadruplicate, as requested. 

Sincerely, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington 6, D. C., July 19, 1954. 
Subject: H. R. 9397, to authorize the Secretary of the Treasury to transfer 
certain property to the Panama Canal Company, and for other purposes. 
Hon. Tror C. TOLLEFSON, 
Acting Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D.C. 

Dear Mr. ToLLterson: The American Merchant Marine Institute, an organiza- 
tion whose members comprise the majority of American-flag operators in all cate- 
gories of ocean shipping, is opposed to H. R. 9397. 

Our membership has a major interest in the Panama Canal and its operations. 
This bill would authorize the Secretary of the Treasury to transfer certain 
navgiational aids to the Panama Canal Company. The navigational aids in- 
volved are presently operated and maintained by the United States Cost Guard. 
They consist of a class A radiobeacon at Cristobal Mole, a major light and radio- 
beacon station at Cape Mala, and five minor lights at isolated locations serving 
approaches to the canal from both the Atlantic and Pacific entrances. The major 
facilities at Cristobal Mole and Cape Mala are attended navigational aids. 

The institute’s objection to the transfer of these facilities is related solely to 
long-standing policy with respect to costs of operation of the Panama Canal which 
are or may be reflected in tolls. The transfer of these facilities would appear to 
increase the capital structure of the Panama Canal Company; require the acquisi- 
tion of additional facilities and personnel: and incur maintenance costs which 
would no doubt be reflected, even though in small measure, in the base on which 
future tolls may be assessed. Our membership is opposed to any actions which 
would tend to aggrandize those features of Panama Canal Company operations 
which would reflect an increase in operating costs. 

Your consideration of these views would be greatly appreciated. 

Yours very truly, 
FRANCIS T. GREENE, 
Erecutive Vice President. 


(Whereupon, at 11:45 a. m., Monday, July 19, 1954, the committee 
adjourned. ) 





